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P.C.P.B. #2 Septémbey 3, 1950 (1)
BACKGROUND MATERIAL ‘

N

REIATIVE TQ_THE TEIECOMMUNICATIONS PROBIENS -

QUTLINED IN P.C.P.B. #1 , .

TABIE OF CONTENTS

The following is a composition of Background Material relatlive to:

1. PROBLEM #1 in P.C,P.B. #1, which appears as: "The Increasing Demand for
Frequency Assignments Within the Limitatioms of the Usable Radio
Spectrum,"

2. PROBIEM #2 in P.C.P.B. #1, which appears as: "Effectiveness of Adminis-
“tration of the Radio Speetrum by the United States."

3. PROBLEM #3 in P.C.P.B. #1, whioh appeans as: "Unsound Conditions in the
Domestic Commercial Telegraph Industry."

4. PROBLEM #4 in P.C.P.B. #1, whi ., =pprars as: "The Effectiveness of the.
FCC in Coping With Its Irerc wed Workload."

5, PROBIEM #5 n.R.0.J1 B, 41, ihich appears as: "The Necessity for Férmu-
- 'zdting and Implementlng a National Teleoommunlcat4ons Policy."

6. ASPECT FOR STUDY in P.C.P.B. #1, which appears as: "Merger of Commercial
Overseas Communication Companles in Terms of Overall Nationel
Interest."

7. ASPECT FOR STUDY in P.C.P.B. #1, which appears as: "The Extent to Which
the Government Should Continue Operation of Communication Facilities."

8, ASPECT FOR STUDY in P.C.P.B. #1, which appears as: "A Review of United
States Telecommunlcatlons from the Standpoint of Monopoly "
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P.C.P.B, #2 - September 3, 1950
INTRODUCTION

This pamphlet, P.C.P.B. #2, "Background Material Relative te the
Telecommunications Problems Outlined in P.C.P.B. #1," has been compiled o

for the purpose of illuminating to some extent the depth, scope and rela- Lo
tive importance of each of the eight parts of P.C,P.B. #1. i i
[

A Q

The material in this pamphlet is, for the most part, factual and i ;;i'

as such may be helpful to the Board in its evaluation of the best course E i
| =

to pursue for the production of a satisfactory report.
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P.C.P.B. #2 - September 2, 1950 (1)

BACKGROUND ~ PROBLEM #1

1. BACKGROUND MATERIAI,SUGGESTING THE EXISTENCE OF PROBILEM NO, 1,
(FREQUENCY. DEMAND)

1.1 Geperal Summary.

1.11 The following comments summarize the present international
and regilonal aspects of the radio spectrum below 27.5 lMe:

1.111 The Table of Frequency Allocations between 4 and 27.5 Mc
adopted at Atlantic City in 1947 has not yet been
implemented in spite of the efforts of the past three
years, because of the many administrative, technical,
economic, and political factors associated with the
basic problem of excessive frequency requlrements.

Plans have, however, begn
Mearitime, and High requency Toal casting e vices,
and partially prepared for the Fixed Services.

The Table of Allocations below 4 iie, which is for the
most part regional in character, is ready to implement
with regard to Regions 1 and 3. Region 2 has no
regionally integrated plan as yet, even though it is
about 85% eompleted beclow 2000 ke.

The position of the United States in relation to implemen-
tation of Atlantic City Allocation Plans as follows:

Taking into ascount the individual agency expressions
in the Department of State preparatory committees for The
Hague, (now postponed), there appears to be little sentiment
thoet any assignment plan except the Allotment Plan for the
Aeronautical Services is satisfactory. (This Allotment Plan
does not meke specific assignments.) This leaves the
Maritime, Fixed, and High Frequency Broadcasting Assignment
Plans between 4 and 27.5 Me with no apparent solution that is
satisfactory to the individual agencies of the United States.
As there is no agency or body charged with the responsibility
and authority of making an impartial and satisfactory evalua-
tion of what the total national need is in terms of frequency
assignments, the statements of the various agencies still
leave the United States in a poor position to approach an
international conference upcn the subject of implementing
allocation tables. This position is related to both the
great apparent demand for frequencies by U, S. agencies and
the impossibility of implementing any part of the new Atlan=
tic City Allocation Table between 4 and 27,5 Mc by itself.,

The Region 2 Assignment or Station IList is not yet
integrated among the¢ nations of Region 2, even though the
work is proceeding in this direection under U. S. impetus,
chiefly on a bzsis of correspondence. It remains to be
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P.C.P.B. #2 ~ -2 - 9/2/50 (1)
, BACKGROUND - PROBLEM #1 ' :

seen how long it will teke and how workable the result will
be between 2000 and 4000 ke. :

The position of the United States as presented certainly
points to the fact that, theoretically or actually, the entire
difficulty stems from a scarcity of frequencies in relation
to the demand. The validity of the demand is a geparate .
guestion and can be explored in Problem 2 as presented. Some
parts of the background of Problem 2 are pertinent to Pro-
blem 1 and should be so considered.
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P.C.P.B. #2 -3 - 9/%/50 (1)
BACKGROUND - PROBLEM #1

1.2 Internationsl Frequency Bsads (4 to 27.5 He)

1.21 Quotabtion fyrom the Report of the United States Delegation to
the international Radio Confesrence, Atlantie City, 1947:

v, , . . Under the presently sffective Radio Regula-
tions, /oairo, 1525/ the Purean of the Union maintains
the internaticnzl Freguensy 1dst in which iz weccrded
informeticon concerning freguency assignments as uoti-
fisd tc the Bureau by the various countrics, As has
been indicated above in connesvion with the discussion
of the International Prequency Regilstration Board, no
international machinery has been provided in the past

| for obtaining the maximum efficiency from the radio

| ’ spectrum by coordinating frequency assignuents on an
engineering basis. Accordingly, the Frequency List
as maintained by the Bureau does not represent assign-
ments based on international planning; it simply
collates information transmitted to it concerning fre-
quency assignments, whether or not such assignments

. have been placed in operation.

¥
=
SR

"In preparatory work prior to the convening of
the Conference, it became evident within the United
States that it would not be feasible to continue the
existing Frequency List and the procedures whereby
it is maintained and that an entirely different approach
is required. - Among the reasons for this view are the

following:
. "1, A scientific engineering of assignments is neces-
' sary to meet present world requirements in the fixed

and mobile services and to provide for the greatly
expanded needs of world-wide aeronautical service and
of the high-frequency broadcasting service; without
such reengineering, the frequency bands will not
accommodate the increased requirements of various
radio services. '

"2, In any event, new assignments will have to be found
for a majority of the established services, particu-
larly in the fixed and maritime services, in order

for them to conform to the proposed new allocation
table. :

"3, A list based on planned coordinated assignments is
necessary to permit the proposed IFRB to assume its
functions of keeping assignments on a sound basis in
accordance with the procedures described by nt earlier
point in this report,
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PROBLEM #1 .

"In summary, what is required is a freguency list which
reflects international planning in making assignments in
accordance with carefully developed engineering principles
rather than a list consisting merely of a compilation of
information as to assignments made, generally without ade-
quate coordination, by the various countries."

"This subject had been briefly considered at the Third
Inter-American Radio Conference, held at Rio de Janeiro in
1945, where it was generally agreed that there was nesd for
& new list. In the United States, a group of techniclians
had come to the conclusion that the only practical solution
was a complete engineering of the high-frequency portion of
the radio spectrum. It was believed that, in order to
accommodate all necessary requirements within the appro-
priate bands and reduce interference to the minimum, it
would be necessary to formulate a coordinated master plan on
e world-wide basis, involving time-sharing and geographic-
sharing of specific frequencies and the selection of fre-
quenciss within each band which would be most efficient from.
an engineering point of view for the particular circuits and
services in question. However, the comprehensive surveys
and the detailed data nccessary to translate this general
concept into concrete terms were not available, and the
magnitude of the task was not generally appreciated, even in
the United States. . . "

(Library Ref. C3)

Tho International Radio Conference, Atlentic City, 1947,
therefore established the Provisionsl Frequency Board (PFB)
and specifically charged it with the preparation of the new
International Frequency Iist. One of the more important
directives to the Board follows: '

"§ 11, The P.F.B. shall have as its objective the
preparation of an International Frequency List based on an
engineering plan which will improve the utilization of the
radio spectrum by providing for the continued operation of
all services in every country, while eliminating harmful
interference, In addition, the P.F,B, shall endeavour, in
formulating such a plan, to meke adequate provision for the
future development of new radio services and the expansion
of existing services, so that all countries may improve and
inerease their services to the fullest extent practicable.
The P.F.B, shall treat communications services which were
interrupted by the World War II and which have not yet been
restored, on the same basis as existing services, and, in
addition, shall give special consideration to the needs of
countries where natural developments have been impeded,
especially as a result of World War II."

(Tibrarv Ref. C2)
Copy Approved for Release 2013/04/16 : CIA-RDP80-01053A000300030002-6
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BACKGROUND - PROBLEM #1 |

1.23 The PFB.commenced its work on January 15, 1948, and, while
it was to complete its tasks by Hovember 15, 1948, its life
was extended until February 8. i950. In scite of this ex-
tenslon, the results are incomplete. The major reasons for
the prolonga tion and incompleteness of the Board's work
are guoted from the Report of the Deliegation of the United
States to the PFB in the order of importance:

“Summa“y of Difficulties Fxn rienced

......

The foregoing factors, viz.,

1) The disinclination of National memhers %o
effect an appreciablie and realistic reduc-~
. tion of requirements; and

2) The misapplication of the frequency complement
rules, resulting in more frequencies pe:r circuit,
in many cases, than necessary or are presently
employed; and,

3) The delay, estimated at two and cne=~half months,
resulting from protracted debates at the insis-
tence of the U,S5.S.R."

(Library Ref. C8)

1.24 In view of this situation,; the Administrative Council of the
International Telecommunications Union adopted in September,
© 1949, Resolution 154, calling for the convening of an Extra-
. ordinary Administrative Radio Conference, to convene-at’
The Hague on September 1, 1950, for the following purposes:

". . . . That the agenda of this conference includes,
in addition to the task given to the 'special conference con-
templated by the resolution relating to the preparation of
the new international frequency list adopted by the Inter-
national Radio Conference at Atlantic City, the following
itemss .

"A, Completion of the preparation of the said list as
regards those portions of the speetrum where the problem
gives rige to the difficulties which cannot be solved by
the PFB within its terms of reference, but tsking into
aecount the work and the recommendations of the PFB,

"B, Decision, when approving the new International
Frequeney List, on the time and menner of entry into forece
of the 1list, . . . ."

(Library Ref. C1 = EARC 20)
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BACKGROUND - PROBLEM #1 .

1.25 Responding to the calling of the Extraordinary Administra-
tive Radio Conference, the United States, under the aegis -
of the Department of State, proceeded to prepare for the
Conference and, on lay 29, 1950, informed the Secretary
General of the International Telecommunications Union in part
as follows:

"The United States considers that world radio usage

makes it essential that the frequency allocation table of
Atlantic City 1947 be implemented at the earliest practi-
cable date in the most efficient and orderly manner possible,
and thereby insure the maximum benefits for all services.
Accordingly, the United States proposes that all members of
the International Telecommunication Union come to the Extra-

‘ ordinary Administrative Radio Conference with a firm deter-
mination to work out methods at the Conference to achieve
this goal." '

(Iibrary Ref., Cl - EARC 63)

1.26 Mindful of its role as a coordinating organ of the United
Nations, the Transport and Communications Commission of the
United Nations' Economic and Social Council recommended, and
the Council adopted on July 12, 1950, a resolution reading
in part as follows: - o

", . . . Aware that communications by radio may become
thoroughly disrupted through interference if the Extra-
ordinary Radio Conference to approve the International List
of Frequencies called by the International Telecommunication

. Union (I.T,.U.) for 1 September 1950 is not successful in the
task of effecting an orderly arrangement of radio frequencies
which was entrusted to it by the Atlantic City Telecommuni-
cation Conferences as well as by the Administrative Couneil
of the I.T.U.,

| : "Conscious that such disruption will be highly detri-

mental to existing services especially in the fields of

aviation, shipping, point-to-point radiotelegraphy and

radiotelephony, safety-aids to navigation, broadecasting,

and police and security services which, in turn, will have

the most adverse effect in the fields of cconomics, culture,
: education and health, which are specifically entrusted to

the Council under Article 62 of the Charter,

"Regolves to direct the Secretary General to bring the
foregoing considerations to the attention of all Members of
the United Nations requesting those of them whickh attend the

| Extraordinary Radio Conference to give this matter the most

| careful considerstion st the highest policy level and to

| et
-~
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BACKGROUND - PROBLEM #1

"direct their representatives at the Conference to take steps
to ensure that the Conference shall reach a successful con-
¢lusion without unnecessary-delay, which can only be brought
about byl a broad cooperatlve and reallstlc approach to the
problems." :

(Library Ref. C35l)

1.27 However,| on July 21, 1950, the Department of State transmitted,
on the recommendation of the Telecommunications Coordinating
~ Committee, a telegram to the Secretary General of the I.T.U.
| and to most other Members of the Union "advising them that
‘ : this Government sees little advantage in holding the Extra-
ordinary!Administrative Radio Conference in September, 1950,
‘ and recommending that this Conference be postponed to a later
date to be .determined by the I.T.U. Administrative Council."
‘ A majority of the member nations concurred and as a result
the Conference will not be held as scheduled.

(Library Ref. C1 Notice 7/28/50)

1.28 The following is a list of some of the more pressing problems
which remain to be solved, as presented by the preparatory
Gommlttﬁe of the Department of State:

"], Some form of approval of the Rapalle High Frequency Braod-
casting Plan, possibly with directives for a method of

.early implementation., In this connection see attached Docu-
ment NoJ 302-E of July 4, 1950 of the Rapallo Conference.

"2, Some form of approval of the International Administra-
tive Aercnautical Radio Conference (IAARC) Allotment Plan,
with or without recommendations on the method of implementa-
tion P

*

|
. - "3, Some form of approval of the PFB Maritlme Service Plans,
' with consideration of the problem of 1mplementatlon (by the
'Bvoluticnary' process or otherw1se.).
oo Stugy of the problems whieh will confront EARC in connecs
tion Wlth the Fixed Servxce List.

"5, General exchange of views on the over-all problems to
be faced in connection with 1mplon0ntatlon9 poss1b1y coor-
dlnatod’recommendctlons on this topic.

"6, Ways ‘and means by which the IFRB possibly with cmcrgency
terms of reforence, can usefully devote its time in the interim:

"(a) by carrying out such studies as may be helpful to and
save the time of EARC.
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BACKGROUND - PROBLEM #1

" (b) By collaborating with administrations, for instance,
in helping earry out the process of 'evoluticnary!'
implementation of the maritime frequency lists.

"7 The adoption of the directives to fill the gaps where
the lack of suitable directives to the PFB proved to be a
serious handicap to that Board."

(Library Ref. Cl EARC Notice 7/28/50)

1.29 Excerpt from the views of the United Kingdom on the task of
the Extraordinary Administrative Radio Conference, The Hague,
, (scheduled to convens on September 25, 1950, but now post-
' poned), June, 1950:

", "« « « In general, however, there seems little doubt
that the weight of 'prowected"[frequenqz/ requirements
[of the nations of the world/ added to the inflated frequency
demands arising from the attempt to apply ideal technical
standards, has created an apparent requirement for frequency
assignments far in excegs of the C&paClty of the frequency
bands available. o« o« "

(Livrary Ref. Cl1 - EARC 81)

1.3 Regional Frequency Bands (The Majority of the Bands Below 4000 ke).

1.31 The International Radio Conference, Atlantic City, 1947, -
made provision for dealing with regional bands by regional
. administrative conferences, However, such station frequency

. assignment plans or lists for these bands would be integrated

with PFB plans or lists and submitted as a whole for inter-

national approval and fixing of an implementation date,

Nevertheless, at the instigation of the United States, the

following easement was adopted with respect to Region 2

(North and South America, Alaska, and Hawaiian Islands):

"However, all or any portion of the band 150-2850 ke/s,
which is not subject to consideration by the Provisicnal Fre=
quency Board, may come into force in Region 2 on or after
January 1, 1949, in accordance with special arrangements
agreed upon by the interested countries of that Region,"

(Ref. Atlantic City, 1947, para, 1076.11), Library Ref. C2)

1,32 At the Region 2 Conference held in Washington in the summer
- of 1949, the United States presented a proposal for proce=
dures to be followed by the Region 2 eountries in preparing
a Region 2 station frﬁquenay 1list which was in prineiple
adopted.

[
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1.33 The resolution gave the procedural siteps to be taken by each
administration in preparing its station frequency assignment
lists as follows: - -

"a) Complete frequency lists, containing the particulars of
assignmehts in the frequency bands listed in paragraphs
| 2 to 8 above shall be preparéd by each adminigtration
in the form shown in Appendix 1, using the procedures
set forth in Appendix 2; '

"b) Every effort shall be made to submit the complete fre-
quency lists to the Special Administrative Conference
by September 15, 1949, for inclusion in the new Inter-

‘ . national Frequency List;" ’

"If the Special Administrative Conference is postponed to

a date later than December 15, 1949, the dates of September 1,
19/9, and September 15, 1949, established by paragraphs 8(2)(e)
and 9(b) of this Resolution shall not apply. In this ecase,
the lists shall be submitted at least ninety days before the
new date of the Speclal Administrative Conference,"

(Ref. Region 2 Resolutions and Recommendations, Washington,
1949, Library Ref. C27) :
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BACKGROUND - PROBLEM #2 ' :

>. BACKGROUND MATFRIAL SUGGESTING THE EXISTENCE OF PROBLEM NO. '
TEFFECTIVENESS OF ADMINISTRATION OF THE RADIO SPECTRUM)

2.1 General Summary.

The various excerpts quoted from statements of the Department of
State, RCA, the Hoover, Sadowski, and McFarland reports, allfpoint
to the necessity of an overall mechanism designed to coordinate
and regulate the use of the radio gpectrum. In view of the close
relationship of Problem 1 and Problem 2, the material presented as
Background for Problem 1 must also be considered in part as perti-
nent background supporting the existence of Problem 2. ’
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2.2 Recognition by the Department of State of the need for reorganiza-
tion of the Telecommunications Coordinating Committee (TGC Doc.
No. 506, Organization/5Z, July 6, 1949)

2,21 Statement of the problem by the Department of State:

"The responsibilities and interests of many U. S,

Government agencies in the field of telecommunications and -the
volume and complexity of telecommunications problems which
arise make essential an effective, regularized machinery for
inter-departmental coordination in this fiecld., The Tele-
communications Coordinating Committee (TCC) has served this
purpose well, but its effectiveness has at times been handi-

. _ capped by poor organization and procedures and lack of ade-
quate secretariat,

"The problem is to improve the organization and proce-
dures of TCC so as to engender complete confidence and full
participation by all U, S. Government agencies having interest
in telecommmnication matters by assuring (1) full considera-
tion of pertinent interests of U, S. Government agencies

- having responsibilities in the field with respect to each
question referred to TCC, and (2) adequate consideration
of such questions at sufficiently high level but avoiding
policy level consideration of detailed technical problems,"

* (Library Ref. Og 13)
2,22 To clarify 2,21 above, the directive of the TCC follows:

. ' "The coordination of policies of the various depart-
ments and agencies of the United States Government relating
to domestic and international communications matters in order
to encourage the most efficient system for international
communication by wire and radio; promote the national defense
and seourity; develop the most effective use of wire and radio
facilities as an instrument for the expansion of foreign
trade; provide the mogt efficient and economical system for
handling wire and radio communications of the various depart-
ments and agencies of the United States Government; and
advise on problems of an internstional nature including pre-
paration for international telecommunications conferences.
The Committee shall act in an advisory capacity only, but may
take final action when gpceifically authorized by unenimous
coneurrence of all government agencies represented by the ,
membership., The Committee shall maintain close liaison with |
the Cryptographic Security Board, the Air Coordinating Com=
mittee and the United States Central Intelligence Agency. In
accordance with the foregoing, the primary objective of this
Committee is the formulation of a national communications policy.”

(Library Ref. Oz 13)
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BACKGROUND -~ PROBLEM #2

2.3 Absence of a national *bolicy governing overall administration of
the radio spectrum.

2.4 Quotation from the Hoover Task Force Report on Regulatory Com=-
missions, Appendix N, January, 1949:

"The outstanding attribute of the Commission zﬁqg/ today is
its lack of a comprehensive regulatory program . . . . . The other
1%han broadeast/ radio services are being developed and exploited
with a minimum of Commission guidance, « o+ « "

(Library Ref. Rg 23)

. 2.5 Quotation from g Staff Study for the President's Communications
Policy Board by the Radio Corporation of America:

"There is a clear need for reorganization of the present
governmental machinery for allocation and assignment of radio
frequencies 8o as to provide for evaluation on a fair and impartial
basis of the competing claims of private and governmental users.!

(Library Ref, Rp 1)

| 2.6 Excerpt from Statement by Congressman Sedowski in Introducing
| H.R. 6949 to smend Communications Act of 1934, January 24, 1950:

"However, as I have stated, the demands for space in the
radio spectrum both on the part of the Federal Government and
private applicants have been increassing constantly, Simultaneously,
the difficulty of reconciling the actions of these two authorities
. has grown., As a matter of fact, the charge has been made publicly
that as a result of the inadequacy of this machinery private appli-
| . cants for space in the spectrum heve come out second beste It
has been contended that the Federal Communications Commission has
been given to distribute among private applicants that portion of
the spectrum that has been left over after the Federal Government
agencies took the space that they desired.

"This is a serious charge, indeed, and in a democracy it is
poor business to leave the apportionment of an important natural
resource like the radio spectrum, as between Federal Government
and non~Government uses, to & planless system of compromises between
two public bodies, each govereign in its own field, nelther of
which is responsible to the people for the apportionment that
results from their respective actions, And yet, under the Communi-
cations Act as it now stands, this procedure is the only possible
one. :

"It is my belief that under our system of government the appor-
tionment of the radic spectrum as between Federal Governmsnt and

Declassified in Part - Sanitized Copy Approved for Release 2013/04/16 : CIA-RDP80-01053A000300030002-6




Declassified in Part - Sanitized Copy %proved for Release 2013/04/16 : CIA@)PSO-O‘I053A000300030002-6
4 . o

P.C.P.B. #2 -4~ 9/2/50 (1)
BACKGROUND - PROBIEM #2 ,

"non-Government uses must be entrusted to public officials respon-
sible tc the Tresident and the Congress and through them to the
peopl=. o - & o

(Library Ref, CA 19)

2.7 Excerpt from a Report to accompany S. 1973 by Senator McFarland,
July 21, 1950

", . . . It should be noted that no attempt has been made in
this legislation to deal with any changes in policy affecting radio
or television broadcasting, nor policies affecting common carriers
by radio or telegraph. Your committee is well aware that exten-
sive testimony has been offered in the past and numerous recom-

. mendations made, including some by this committee, with respect to
- such policy matters. While the committee does not close the door
to such poliey provisions, it desires to point out that studies
on these points are now being pursued; that the subject of most
pressing importance today in the field of radio is the functioning
of the Commission. & o + &

(Library Ref. CA 11)
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P.C.P.B. #2 September 3, 1950 (1)
BACKGROUND - PROBLEM #3

3, BACKGROUND MATERTAL SUGGESTING THE_EXISTENCE OF PROBIEM NO. 3
(UNSOUND_CONDITIONS IN THE DOMESTIC TELEGRAPH INDUSTRY)

General Summary

Comparison of the graphic presentations in Attachments 3/2 and
3/4 indicates that the trend lines for the two carriers, both of which
offer a domestic record communication service, show totally different
results over a long period of time., There are some bagic reasons for
this difference of course; the outstanding contrast is that the Bell
System Service has increased to a gross of about 46 million dollars
a year, whereas the Tlestern Union Service shows a consistent decrease
in revenue over &. long period of time.
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P.C.P.B. #2 P 9/3/50 (1)
BACKGROUND - PROBIEM #3 :

3,1 Attachment 3/1

3411 A chart presenting thé net income of the Yestern Union Tele=
graph Company by years for the period 1926 to 1949 inclusive’
in thousands of dollars., (First six months of 1950 included).

3.2 Attachment 3/2

3,21 A grephic presentation of the figures shown in attachment 3/1,
excluding the first six months of 1950. The trend line shown
is a visual estimate, i

3,3 Attachment 3/3

’ 3,31 A chart presenting the gross revenue of the Bell Telephone
System, (AT&T), Record Communication Service (TWX) by years
for the period 1926 to 1949 inclusive in thousands of
dollars, These figures reflect the combined revenue from
Ieased Line Telegraph and TUX Service., The figures are
quoted in terms of gross revenue instecad of net income, The
net income figures are not readily computable in view of the
fact that the same plant installation serves both Telephone
and Record Communication Services, '

3.4 Attachment 3/4

3,41 A graphic presentation showing a breakdown of the gross
' revenue outlined in Attachment 3/3. This breakdown shows
the revenue figures for the Leased Line Telegraph Service and
: the TWX Service separately. The trend lines shown for each
' - service are visual estimates,
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P.C.P.B. #2 Septenber l,'l950
Attachnent 3/1 ‘

THE WESTERN UNION TEILGRAPH COMPANY

Net Income Tronsforred to Surplus
Years 1926 - 1949
(Thousands of Dollars)

Net income

transfcrred

Year to _surplus
1926 $ 15205
1927 . 15030
1928 15463
. ‘ 1929 . 15475
' 1930 9247
1931 ' © 5975
1932 (843)
1933 4365
1934 2243
1935 5258
1936 7199
1937 3326
1938 (1€38)
1939 13€0
1940 3622
1941 7366
1942 9354,
1943 7235
. 1944 : 8316
. 1945 (5149)
1946 (3904.)
1947 412
1943 1621
1949 (2499)
1950 First 6 months 3206

Note: Parcnthescs denote loss,

Source: Carricr's annual reports (FCC)
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P.C.P.B, #2
Attachment 3/2

1926 r27
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Lttachnent 3/3

BELL TEL:PHONE SYSTEM

A-RDP80-01053A000300030002-6

Septenber 1, 1950

SUMEALRYY OF REVENUL DATA FROM RECORD COMMUNICATIONS SERVICES

Years

1926
1927
1928
1929
. 1930
1931
1932
1933

192/

Fde o

1935
1936

1937

11938

1939

1940

1941

1942

1943

1944,

1945

, 1946
() 1947
1948

1949

Source:

FCC

YEARS 1926 = 1949

(THOUSANDS OF DOLLARS)

Teletypoviriter Leased Line Total
Exchange Scrvice Telegraph Service  Tclegraph Scrvice

nevenues ' _ltcvenues Revenucs

i -0- $ 16579 $ 16579

-0~ 18016 18016

- =0 2105¢ 21056

-0= 25196 25196

-0~ 27033 27033

6 25238 25245

514 20769 21283

. 994 19028 20023

2276 19131 21407

3809 17390 21200

5641 18654 24295

6677 19222 25899

6709 16948 23658

7661 15785 R3447

8310 14660 22970

© 10029 14881 24910

16047 15312 35359

R3242 17485 40728

20408 20500 40909

16754 23375 40130

12788 20565 - 33354
13574 21596 35171

16100 24896 40996

17725 - 46333

20607
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Attachment 3/
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“P.C.P.B. #2 September 3, 1950 (1)
BACKGROUND ~ PROBLEM #4

/.. BACKGROUND VATERIAL SUGGESTING THE EXTSTENCE OF PROBIEM NO. 4
(EFFECTIVENESS OF FCC) -

Le1 General Summary

4+11 The excerpts presented herein as background material suggesting
the existence of Problem No. 4 all lead to the econclusion
that the technical advances of radio communications, numerous
international telecommunications conferences, and the general
inerease in radio communications activity, notably in broad-

casting and television, have combined to increase the work-
load of the FCC.

The present attempt at reorganization of the FCC is also

highly indicative of the fact that the FCC has had sufficient
initistive to recognize its own inadequacies and to attempt

to overcome them,in part at least,by self-imposed reorganization,

i
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p.0.P.B, #2 -2 9/3/58 (1)
BACKGROUND - PROBLEM #4 P

4.2 Excerpts from Hoover Task Force Report on FGC, January 1949;

"The autstanding attribyte of the Gommission today is its
lack of a comprehensive regylatory program, The Commission has
been primarily gongerned with applications for broadcast station
licenses., As a result, ite responsibilities with respect to the
regulation of the telephone and telegraph industries have received
secondary attention, The other radio services are being developed
and exploited with a minimum of Commission guidance.”

) - "¢ . . . The Commission has thus been found to have failed
. both to define its primary objectives and to make many policy i
determinations required for efficient and expeditious administration.
: "e « » « A serious impediment to the Commission's realiza~
. _ tion of its full potentialities as a regulatory agency has been
its inability adequately to tap the resources of its staff,"

". . . . The resulting diffusion of responsibility has been
particularly noticeable in the planning and programming of regu-
latory activities, where the staff work has proceeded virtually
without direction or initiative," |

" + « . The Commission might find it advisable to postpone
the adoption of panels until the other recommendations have been
given an adequate trial, These may well alleviate the present
work load sufficiently to enable all the Commissioners to act on
matters which require attention at Commission level, Further
delegation to Commissioners and the staff may leave the Commission
with a manageable work load."

. | . (Library Ref, Rg 1)

4¢3 Excerpts from testimony of Chairman, FCC, before the Subcommittee
of the House Committee on Interstate and Foreign Commerce, August,
1950; ’ : :

"+ + . . the Commission has no objection to that part of
Section 5(d) of S. 1973 which requires the Commission periodically
to take. time at its meetings to examine its work load and to con-
sider means of expediting its business. It is vpelieved thet any
requirement that the Commission make such a comprehensive review
every month, as presently provided in the McFarland Bill, might
result in additional delays rather than in the expedition of the
Commission's work which is desired.™ o :

(Library Ref. CA 22)
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>.B. #2 ' , -3 - 9/3/50 (1)

T, reom letter of transmittal sigped by Wayne Coy, December 30,
acearnseging She Anaual Report of the Feder>l Communications
Lion Fov o ohe fiscal year 1949:

¢

. . . . Owering as it does the fifteenth vear- oF operations

Ly bali Scmamission, the current report is p°~*v“ﬂ-ucuv 3igni-
Tiasah dn uQVjeCUIqé the mushrooming ﬁT'w nf the aonbioad-
agl eevvlises, and the cteps thet have heszn uaksa by the
Gomrrgsion ho owovide for new or augmeabed sare ety zad snorial

radic racilitizs 6 betler serve the pudiiz end inaustry.

Broad zast activities are marked by the hooxing interess 1n
television, and ths attendant problems beias dealh wioh by

the Commissicn in order to meel the demand for video expansion
and inmprovemsnt.' At the same time, the Commlssion's regulatory
funetioning has been taxed by vvents in the coumor carriar
field. ,

"The Commission is hard pressed to keep abreas? of

~ kaleidoscopic technical developments affecting both wire and

radioc commumication, and its normal field operations have been
curtaiisd to some extent by diverting manpower to projects with
higher priority. In addition, the Commission has increased
Iespon81b111t1es with respect to United States participation in,
and adherence to, international conferences and pacts looking
toward uniform global communication practices.

"Though its mounting administrative and regulatory work
has necessarily suffered from personnel and otner budgetary
restrictions, the Commission's accomplishments in this year of
unprecedented electrical communicaticn progress constitute a
fitting fifteenth anniversary record, . .

(Library Ref. Rg3)
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e P.C.P.B, 2 September 3, 1950 (1)
' BACKGROUND - PROBLEN #5

5% BACKGROUND LATERIAL SUGGESTING THE EXISTENCE OF PROBIEL NO. 5
(FCRUULATIRG AND IiPLELBNTING NATIONAL TEIECONMULICATIORS POLICY)

5.1 General Summary,

5.11 The excerpts of the statements before the Interstate
& Foreign Commerce Sub-Committee on Communications,
and the report on Independent Regulatory Commissions,
outline points of view that indicate a lsack.of adequate
Telecommunication Policy and the means of implementing
such policy if it were available,

5.12 The Staff of this Board, actuated by Executive Order
10110, Paragraph 2, which directs this Board to evale

. uate and make recommendations on specific and related
policy matters including alternative adminigtrative ar-
rangements for effectuation, started the expansion and
evaluation of this Problem #5, This expansion and eval-
vation, which has only progressed to a minor degree, has
clearly indicated to the staff that in the National In-
terest, it ig necessary and desirable to:

a., Collect through research and study, the stands,
positions, policies, agreements, refutations and com=-
promises to be found in the records of U, 3, Telecommu-

~nications, and create therefrom the significant poli-
cies considered necessary to form the basis for over-
“all National policy in language acceptable to the
majority of the interested agencies. This compendium
of policy could also form part of the Board's response
. , to Paragraph 2 of the Executive Order, and,

b. To formulate, as further directed by Paragraph 2
of the Executive Order, a workable administrative arrange-
ment for effectuating the policies visualized under “a¥

or to serve any additional purposgs that, the Board may
visuwalize,
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o \ P.C.P.B. #2 -2 - 5/3/50 (1)
BACKGROUND - PROBIEM #5

5.2 Excerpts from FCC Special Report on Frequency Allocations to
the Communications Sub-Committee of the Committee on Inter=-
state and Foreign Commerce, U,S. Senate and House of Repre~
sentatives, lMarch 29, 1950:

Narch 29, 1950:

"o . . . However, in any effort to make the most econom-
ical use of frequencies in a mamner that will best serve the
public interest and avoid conflicts in assignments, we must
know our basic overall policy. Ve must have answers to ques=
tions such as to what extent should the Federal Govcrmment op-
erate its own communication systems for carrying its own com-
munications? To what extent should Govermment, including the

‘ military, rely upon the facilitics of private carriers? Should
our private overseas communications systems be competitive
rather then a regulated monopoly? Those are only illustrative
of tho basic probloms that ariso., And neithor oxisting legis-
lation nor our prosent administrative machinery provides
standards for deturmining froquuncy allocetions betwecn Govern-
ment uscrs collectivoly and other uscrs collectively. Nor does
such logislation or administrative machinery provide standards
or principlos upon which to basc the division of available fre-
qucney space among the soveral Government userg,”

". . . . The Commission does, however, bolieve thot it has
pointed to the underlying problem with which we arc faced and
which must be solved if we arc to achieve .sound and offcctive
improvenment in the handling of frequency matters domestically
and in the formulation of jintornational policy with respect to
such matters, Once decigions are reanched concerning tho basic

. questions -of substantive policy, answers to the important ques=
tions rclating to the ‘machinery for implementation of the cstabe
lishod policics in terms of frequency allocations for the scv-
cral services and in torms of particular station assignments
should be more clearly indieatcd .M '

(Library Ref. CA 20)

5.3 Bxecerpts of Statemont of Mr, Dc Wolf, Chicf, Tclocommumications
Policy Staff, Department of State, beforu House Sub-Committec of
the Interstate and Forcign Commerce considoring H.R. 6942:

". . . . On the whole, it can be stated that the Committee
[ECQ7 has proved most helpful in the past and I belicve it will
continue to scrve a nced of this Government to rcach a unificd
policy in the ficld of telecommunications which is essentinl if
the State Department is to have an adequatc basis for obtaining
the necessary international agrecments so cssential to the main-
fenanee of Upited_States tclecommunieations. , . o . . . The
Department /Statg/has proposed a reorganization of the Committoc
and has sct forth speoific proposals which it is believed will
rectify some of the basic difficultics expericnced in the past."
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] £ 0 .P.B. #2 : _
- ‘ BACKGROUND = PROBLEI\!I #5 -3 - 9/3/50
. ’ One of tnese lS‘

"1. 4 policy committece should be sct up at sub-cabinet
lovel to consider only the very highost poliey matters to re-
solvy unrceoncilable controversgics exdsting in the 'exccutive
commititee, "

Library Ref. CA 13)

5.4 Excerpt from Hoover Committee on Independent Regulatory Coms
"missions, Starf Report on the FCC, Ncvember, 194&:

"There i3 cne facet of our foreign communications poli- /
cies which apparently has not procoeded on a wholly satisfac- ,
tory basis. Those policies are involvad ln the negotiation : |
not only of commumicetions treaties, but algo of aviation and
marine treaties, In the merine tie’d. ihire have heen workable
. methods for the «oordination of pn ticdiss hevwean thi gnvamment
agencies interested in shirping and those comenimel wilh tele-
communicaticns. The same gsituation apravently has not obbtained
in the avistion fisld,

"The rsal problem in thiz £ield zeems to be in the lack of
clarity of the Department of State's peaition with respect to
responsibility for internstional aviction policies and conference
work, Thile the delegation instruciions developed by the “Air Co-
ordinating Committse (ACC) mus’ be clsared through the State De-
partment, State aypareqtlv has rot taken sufficient interest in
the subject to enable it o spot conflicts between aviation and
commuinication policier. A lesser problew involved the coordi-
nation within the several agen~ies which ais membars of hoth AGC
and TCC of their inlernal positions,?

(Library Ref.'Rg 1)

r .
O
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P.C.P.B. #2 Septémber 3, 1950 (1)

BACKGROUND - FOR STUDY #6

6. BACKGROUND MATERIAL SUGGESTING THE NEED FOR STUDY NO. 6
" {MERGER_OF_COMMERCIAL, OVERSEAS COMMUNICATIONS COMPANIES)

Generai Summary

A review of the material listed in this outline. indicate
revenues for the industry over s long periocd of time,

g declining

~
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F.C.P.B. #2 -2 -  9/3/50 (1)
BACKGROUND - FOR STUDY #6

6.1 Quotation from "Staff Study for the President's Communlcations
Policy Board" by RCA, June 15, 19503«

- M.+ « o There are thirteen United States international
telegraph carriers and the present 7nd potential traffic is not
nearly uuifinlent to support them.+/ The Communications Act of
193/ prohibits mevgers which would permit the industry to find
its own remedy._/ The result is that the United States, with its
manifold interests expanding throughout the world and with a
position of leadership to maintain in international affairs, is
very much in a subordinate position so far as world-wide communi-
cations are concerned.

"The total claimed rate b%7e of the international telegraph

. industry is around $71,000,000. Earnings on this investiment, /
with an average annual gross revenue of approximately %AQ 000 OOO—4
during the post-war period, present the following sorry plcturo.
"Year . Net Earnings (after taxes?/)
1946 , % (448,000) |
1947 (3,164, ooo)
1948 (1,309,000)
1949 126,000 &/

(Parentheses indicate Loss)

"1/ See FCC international telegraph rate proceedings, FCC Docket
No. 8230 {1947-1950). |

‘ "2/ Sections 313, 314.

"3/ Table I, FCC Report in Docket No, 8230, January 30, 1950, This
figure does not include the claimed rate base of Radiomarine
Corporation of America and of the marine service of Mackay
Radio and Telegraph Co., Inc. The figure is much smaller, of
course, than the cost of replacement of the properties.

"4/ Tbid,

"5/ Based on Annual Reports of carriers to the FCC and Exhibits
submitted in FCC Docket No. 8230,

"6/ Includes several large non-recurring items of income, in part
due to sale of plant, Actual operstions were eonducted at a
loss."

(Iibrary Ref, Rp 1)
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P.C,P.B. #2 -3« 9/3/50 (1)
BAGKGROUND - FOR STUDY #6 -

6.2 -Attachment 6/2

6.21 Chart showing the net revenue in thousands of dollars, by
year, for-the period 1926 to 1949 inclusive, separately for
\ the cable and radio carriers and the totals of both.

6.3 Attachment 6/3

6.31 A graphic presentation showing the net income perfermance
of United States International Telegraph Carriers for the
period 1926 to 1949 inclusive, in thousands of dollars,
‘based'upon the figures shown in Attachment 6/2,

The trend line shown is & #1_sual estimate,
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P,C.P.B, #2 .
Attachment 6/3 M e
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P C.P.B. # September 3, 1950 (1)
ACKGROUND - FOR STUDY #7

7. BACKGROUND IATLRIAL SUGGESTING THE NEED FOR STUDY #7. .
) (RXTENT OF GOVLRNMELT OPBRATION)

7.1 General Summary.

The available background material of number 7 is rather limit-
ed at the time of this writing. However, it is closely ro-
lated to Problems #3 and #6, "Unsound Conditions in the
Domestic Telegraph Industry", and "Herger of Overseas Commu-
nications Companies", respectively.

Statcments from the Report of Depariment of State to Communi-~
cations Sup-Committec of Senate Interstate and Forcign Com~
merce Committce -

tThe successful conduct of oporations of the Department
of Statc requires an unimpeded flow of instructions and infor-
mation between the Department and its Forcign lMiissions. Prz3c--’F
tically all forms of Communications arc utilized in accomplish-
ing this ond with Telcgraph Service playing an important rolc
bocause of the distance involved and the constant pressurc of
time.

l
"In its wtilization of telegraph sorvices, the Department ;

functions as a user and not as an operating agency. It does
maintain its own internal message centers and in Yashington
and at a few of the larger posts abroad, tclegraph conters
for the contralization of cxchange with the commercial carri-
crs and the Army and Navy Communication Centors."

( Library Ref. CA 29)

7.3 The Kavy in replying to same_Scnatc Sub-Committec stated in
Scction 4 of Part I of their report that -

"The degrecs of readiness of the operating. forces for modern
combat depends to a large oxtent on the Communications means
cstablished, recady and available, Morcover, it is vital to
our national scecurity under prescnt day circumstences that ad-
cquate means for prompt transmission of intelligence and warn-
ings be instantly available. Conscquently, it is cssential
that links botween the U, S, Navy shorcradio stations providing
support to the operating forccs be maintained in continuous

operation,”
(Librory Ref, CA 30)

The Army in its rcply to thc Scnate Interstate and Forcign
Commerce Committec stated -

"The U.S. Army finds it possible to handlc radio traffie
for some othor government agencics duc to the fact that no cof-
fort is roquired for processing, recording or accounting.
Space capacity is availablc a major portion of the time, how-
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7.5
o

7.6
o

7.7

- ¢. Tt is the policy of the Administrator, to the extont feas-

Board covering the relationship of government conmnmunigcations to
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cver, all agencies understand that their traffie will be re-
fused vhcncver transmission difficultics arc cncountered or
military traffic completely occupics available capacity. Ex~
Cept for certain urgent messages of the Department of State,
it has boon necessary to suspend this privilege for several
days at a time."

(Library Ref, CA 32)

Public Taw 402, 1948 (Thc Smith=Mundt Act) authorized the
Sceretary of State (Title V, Section JO1) "to provide for

the preparation and disscmination abroad of information about
the United States, its people, and its policiecs, through . . . .
redio . . . , and other information media . . . " The Act
also provides that "nothing . . . . shall be construcd to give
the Department a monopoly in the production or sponsership on
the air of shorte-wave broadcasting programs. . . !

L4

The basic policy of the Foderal Supply Scrvice of the General
Scrvices Administration, which opcrates under Public Law 152 -
8lst Congross, as regards public utility servieccs of the Fed-
cral Government, rcads as follows:

"Basic Policy.

a. It is the policy of the Administrator to promote and as-
swre cconomy and efficiency in the procuroment and supply of
public utility scrvices and in the management of public utili-
ty services. ' '

b, It is the policy of the Administrator to effcet maximum

utilization of cxisting facilitics for utility scrvices con-
sistent with officicnt and cconomical management.

ible, to provide for arca contracts of utility scervices in
order to achicve maximum services at the lowest possible cost
to the Government."

(Library Ref. Rg 6)

Excerpt_from Staff Study by RCA, dated June 15, 1950, to this

non~government communications:

"The devclopment of government-operated communications
scrvices. has never been subject to & guiding national policy.
Consequently there has becn, particularly following the war, a
mushrooning of scrvices duplic¢ating each other and duplicating
the commercial services. {Sce statcment from 1948 Annucl Roport
of Secrctary of the Army, p., 107.) The carricrs have ropeatedly
protested against this trend. (RCA's first protest was addressed
to President Hoover in 1930, Letter dated December 27, 1930
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vestigate the subjecit have been made in both the Senate, (S. Res
63, Clst Congress), and House, (H. Con. Res. 16, 8lst Congress),
but no change in the situation has resulted.

"In contrast to the international rccord communications
industry, its competitors =~ the airmail and the telephonc
gcrvices - beonefit directly and indirectly through government
support and through large scale government purchases of ser-
vice.

"No means are available to us for determining the complete
cost to the govirnment of conducting its radiotclograph opora-
tions. Large itoms of appropriations allocablc to opcrating
expensc do not appear as such undcr the governmental bookkegp-

. ing methods, Govornment ageneies arc not required to charge
off depreciation, Vory substantial itcms of ovoerheoad, include-
ing thce hirc of supcrvisory cuployces, disappear in the gen=~
cral administrative scctions of departmental budgets,

"If the factor of actusl cost to the government were ac-
curately ascertained, and if policy in the furnishing of com~
munications scrvice woere rested solely on that ground, the re-
sult would bec to curtail existing govurnmcntal services and lot
the private earricrs do the job. N

"Jore important than cost, however, is the national in-
terest in maintaining a healthy private communications systcm.
Despitc thesc factors, the traffie files of the goverament sere
vices steadily incrcasc, both in tcrms of the number of words
transmittcd and of the percentage which this traffic bears to

show a steady decline. Actions of the govornment agencics have
not becn coordinatod in the inturest of achicving a sound long
term policy.,

"Apparently the only rocognition of this important long

. the national total. The commcrcigl filcs, on thc other hand,
|

term poliey problem has come from the Congress . . . . (Sce
statement of Scmator Erncst ™. MNeFarland, June 4, 1949, in
connection with S, 1973.)" '

(ibrary Ref. Rp'l)

7.8 Excerpt from a lottor dated October 14, 1949, from President
Marshall of Viestcrn Union to Scnator MeFarland: '

", ., . . Anothcr consideration, sccordary only to thc de=
mands of national sceurity, is the nocossity for an adcquatcly
financed rccord communications system. Congress itsclf cstab-
lished a "chogen instrument® to scrve the roquircements of the
public in thc domestic tclegraph ficld, It sponsorcd consoli-
dation of Vestcrn Union and Postal, recognizing that in a ficld
which is a natural monopoly, thc public intcrest would be
better scrved by unification of plant cquipment and personnel,
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subject to appropriate regulation, However, cxpericnce un-

der this mergur legislation indieates that the Congress did

not go the full distance and pormitted a residuc of competi-

tive enterpriscs within the voice communications system and

within the federal government itsclf, This charactor of com=~
petition, with the resulting d1VOrs1on of trafflc, together

with the burdensome and volume«discouraging cxcisc tax, has

forced the company into continued deficit operation., It is a

matter of simple arithmetic to establish that thesc factors

have spelled the margin of differcnce betwoon profit and loss., . .

(Library Ref, Rt 21)

: 7.9 Study under preparation b*g Dr. Fair = "Compotltlon of Fedoral
. Govugnmcnt with Commercial Companics in Domstlc Record Commu-

nications',
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€., BACKGROUND IATERIAL SUGGESTING THE NEED FOR STUDY NO, 8.
VIEW FROLI STANMDPOINT OF MONOPOLY,

General Summary.

There has been too little evidence prepared to draw any definite
conclusions with regard to number 8, However, what material has
been prepared speaks for itself.

/
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.1 Attachment €/1.
. &1t ‘howing gross revanues in millions of dollars, by
Lhe period 1926 to 1949 inclusive,. for Bell
clephone wpsrations and other Jisss A Telephone
T g, (Clase A Telephone Commanice are defined. as
Shese having annual gross revenues of $5100,200 or more. )
Tae percepnage of Bell System reveoncss =g against all
other Claass A Telephone System reveiuss is alen ghowa in
this chart, Telegraph revemues arc not inclnded.

Note: It is probable that the percentage of gross revenue
from the smaller telephone companies not represent-

~ ed in this chart approximate five percent of the:
. total industry reverue.
8.2 Attachment 8/2, ‘

.21 A graphic'preéentation of ths percentage of Bell System
telephone revenues to the totel of U,S. Class A telephone
gross revenues, based upon the figures in Attachment &/1,
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Attachnent 8/1

. ‘ ,  GROSS REVENUES
U, S, TELEPHOKE SYSTENS
IN WILLIONS OF DOLLLRS

Percentage
, Bell to all
Bell Systen Total Class A* _Class A

11926 789 845 93.3
1927 ' 857 910 94.2
1928 932 ' 988 T

- 1929 + 1020 v 10€0 ' %5
1930 . 1050 ) 1109 Uo7
o 1931 1025 1061 9.8
1932 ' 912 - 961 94.9
1933 840 875 96.0
1934 845 881 96,0
1935 902 931 : 97.0
1936 - 972 ' 1003 : 97.0
1937 1026 1058 - 97.0
1938 1028 ‘1061 _ : 96,9
1939 1082 1116 96.9
1940 ' 1149 1185 96.9
1941 1271 1312 96.9
1942 1432 1477 97.0
1943 1606 . 1656 . 97.0
1944 1722 1776 97.0
1945 1877 1934 97.0
1946 2039 2102 97.0
‘ 1947 2156 2227 96.8
1948 2540 20618 97,0

L1949 2793 2881 o 97.0

#Class 4 telephcne companics arc those having annual average gross
rcvenue of $1060,000 or more.

Sourcc:‘FCC
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